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SUBJECT: REA Policy in Respect of Retail Rates 
GENERAL 


It is recognized that a borrower's retail rates for a new system 
must be designed to produce sufficient revenue to meet all financial 
requirements calculated on the basis of the feasibility study. Over 
a period of years operating systems will develop records of actual 
costs that will serve as guides in indicating whether adjustments 
should be made in their rate structures and schedules. Therefore, 
each system's operating experience should be analyzed periodically ~ 
for the purpose of determining the advisability of a rate revision. 
More frequent examination of individual borrower's operating experi- 
ence may be necessary in unusual cases. 


POLICY 


The policy of this Administration in respect of retail rates can 

be stated only in general terms. Of necessity retail rate struc- 
tures and schedules must be tailored to fit the individual needs of 
each system. In respect of advice to borrowers concerning retail 
rates and the designing of individual rate structures and schedules, 
the following elements of policy should be given appropriate con- 
sideration: 


1. Simplicity of the rate structure and schedule as 
published for consumers. 


2. Sufficient revenue to meet all costs and provide 
for reserves required by State law, articles of 
incorporation or bylaws and by REA, but not in 
excess of an amount necessary to afford ea margin 
of safety to guard against possible future increases 
in rates. The probability of refunds should be 
minimized. 


3. Promotional influences in the rate structure and 
schedule. 
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Encouragement of area coverage; positively where 
practicable and at least by avoidance of factors 
that stimulate antipathy. 


Debt retirement is an imperative, while replace- 

ments should be in accordance with established policy 
to maintain a system in condition to render dependable 
service at some point less than value new. 


The competitive situation in respect of adjacent systems 


Experiments reflecting new concepts of rate structures 
and schedules may be made where circumstances favor them. 
Such experiments should be prudent; planned, controlled 
and only with the approval of the Administrator in each 
instance. 


This Bulletin supersedes all other existing instructions in conflict 
with its provisions. 
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